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1953 




EVERAL DEVELOPMENTS took place 
in the automatic clothes washer field in 
1953 which are of importance to you 
as an Apex stockholder. 


First, year-end statistics revealed that the automatic 
washer was the only big major appliance which 
continued its rapid rate of growth. Electrical Mer¬ 
chandising magazine reported that the industry sold 
1,975,000 automatics in 1953 as compared with 
1,525,000 conventional models. The automatic total 
represents a gain of 300,000 over 1952. These figures 
become more significant when measured against the 
entire major appliance field which showed a slight 
downward trend for the year. 


More important to you, however, are the steps we 
have taken to capture a larger share of this growing 
market. As you know we have been pioneering in 
the automatic field. We realized several years ago 
that the basic engineering of the Apex WASH*A* 
MATIC gave us a unit that had the potential to be 
well ahead of all industry practice. 

Now we can report that after expending more time 
and money than anticipated, we have reached the 
complete accomplishment of our goal. Today the 


WASH*A*MATIC is a thoroughly proven and thor¬ 
oughly tested product. It offers unique features and 
operating advantages found in no other automatic 
washer. In addition, the engineering department has 
simplified the manufacture of the Wash*A*MATIC 
to reduce production costs and increase quality. We 
are confident the product as it is now engineered 
will give us the basis for a steady, long-range growth 
in volume production of automatic washers. 

This is just one example of how your company is 
preparing to meet the challenging conditions of 
1954. All business indicators point to continued 
high demand for appliances, but state that buyers 
will want products with greater competitive advan¬ 
tages and more dollar value in the future. We have 
recently taken an important step in this direction 
in our Spiral Dasher wringer washer line by equip¬ 
ping every model regardless of price with automatic 
timers, a feature which was formerly on only the 
most expensive models. 

Today each Apex appliance offers the consumer 
one or more exclusive features found in no 
competitive product. 
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# The Company’s two manufacturing centers are located 
at Sandusky (above) and Cleveland (below). New facili¬ 
ties, including buildings and equipment, have been added 
to the Sandusky Division providing lower cost production 
of automatic washer tubs and cabinets. Plant-wide studies 
during the past year of manufacturing facilities in all plants 
have produced more efficient flow of materials and produc¬ 
tion methods. The Company also maintains an Engineering 
Division, a Foundry Division, and an important Fibre-Glass 
Molding Division which is producing many components 
of civilian products and doing remarkable development 
work for defense products. 













SPIRAL DASHER WASHERS 


WASH*A*MATIC 








CYLINDER-TYPE HOME CLEANER 



DISH*A*MATIC 


DISH-A-MATIC SINK 
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THE APEX ELECTRICAL MANUFACTURING COMPANY AND SUBSIDIARIES 



1953 

1952 

Net Sales 

$31,759,010 

$31,919,150 

Earnings - after taxes and adjustments referred to in President’s letter 

$101,435 

$707,258 

Earnings per Common Share -after Prior Preferred dividends 

$.22 

$2.00 

Dividends 

$27,048 

$27,048 

Federal Taxes 

$14,459 

$343,628 

Payroll — Wages and Salaries 

$9,732,104 

$9,845,068 

Working Capital 

$6,371,566 

$6,471,829 

Capital and Retained Earnings 

$7,263,759 

$7,218,247 

Book Value per Common Share 

$20.31 

$20.09 

Property, Plant, and Equipment: 

Expenditures for year 

Depreciation for year 

Present Investment — after depreciation 

$351,172 

$424,700 

$3,115,351 

$908,002 

$468,312 

$3,214,284 

Capital Stock Outstanding: 

Prior Preferred — shares 

Common — shares 

3,589 

340,000 

3,864 

340,000 

Number of shareholders 

746 

1,149 

Number of employees — average during year 

2,138 

2,228 

Square Feet Plant Floor Space 

631,738 

634,363 

Unit Sales—Cleaners, Washers, Ironers, Dishwashers and Dryers 206,195 

238,398 
























1 3&ntiua/ SEeflek 
foowi /Ae SPbebutent 

March 25, 1954 


TO APEX SHAREHOLDERS: 

There is presented herewith the annual report on operations for the past year with 
statements reflecting the financial position of the Company at the close of the year. 

The early part of the year just passed started quite satisfactorily with indications of 
good volume and profits, however as the year progressed there developed a substantially down¬ 
ward trend in consumer buying. This was reflected in trade circles by strong selling pressure 
in the form of price cutting and extraordinary concessions of a wide variety, steadily worsening 
and demoralizing industry conditions. Accordingly the Company lost much of the advantage 
accumulated in the early months through necessity of curtailment, with corresponding decrease 
in margins. Need for reduction of inventories in better relation to lower sales volume further 
contributed to the unsatisfactory final results. 

A factor of some importance was that of excessive expense during the past year for 
liability under product warranty due to mechanical design problems in introduction of 
Automatic Clothes Washers sold during prior years. These difficulties have now been overcome 
as evidenced by time tested, redesigned mechanism with which we have had good consumer 
experience throughout the year. While accomplishing this correction, which required some 
considerable period of time, margins on Automatic Washers have been low due to high 
production cost as is indicated by current inventory valuations; however substantial resulting 
cost reductions now effective will shortly reflect increased margins of satisfactory amounts. 

These comments are offered to explain in part the difficulties experienced in operations 
which contributed to increased cost and which are of a non-recurring nature. 

Net earnings for the year from all operations after provision for Federal Taxes including 
prior year tax adjustments amounted to $101,435. This is equal to $.22 per share on the 
340,000 shares of Common stock after deduction of provision for Prior Preferred dividends. 
This compares with an earning of $707,258 for the previous year, which was equal to $2.00 per 
share of Common stock and which included substantial depreciation adjustments. 

Net sales closely parallel those of the previous year as to total amount as well as to 
proportion of Defense work. The current year’s sales volume was $31,759,010 of which about 
44% consisted of military products. A high percentage of Defense production was delivered 
in the early months of the year, after which volume decreased progressively each month. 
At the close of the year unfilled orders for Defense business exceeded $4,000,000. 

While increased effort was made to improve sales of Civilian products through a 
greatly strengthened sales personnel, no substantial progress in volume was experienced due 






to general softening of the appliance consumer market, however there is every indication 
that good results will follow continuation of such a policy in merchandising. 

Dividends totalling $27,048 were paid on 3,864 outstanding shares of Prior Preferred 
stock at the rate of $7.00 per share. In conformance with requirements, 275 shares were 
retired during the year. 

Inventories of $6,565,453 were somewhat high as compared to recent sales trends 
and particularly finished products, however an overall reduction was accomplished in the 
amount of $522,391. 

Notes payable to banks under "V” loan for Defense operations have been reduced in 
the amount of $500,000 and long-term debt payment was made totalling $290,000; the latter 
being a reduction of working capital. Net change in working capital was slight being lower 
by $100,000 compared with the previous year. 

Expenditures for Plant and Equipment were substantially less than the previous year, 
amounting—after crediting disposals—to $351,172 with depreciation provided in amount 
of $424,700. Extensive improvements were made in plant addition and fabricating equip¬ 
ment for building Automatic Washer cabinets as well as for production tooling, machinery 
and such. The total investment was reduced by sale of property heretofore used for Engineering 
and Research, which department was relocated in the Main Cleveland Plant. 

Several substantial developments were recorded by the Engineering Department in 
product design. The operating mechanism for Automatic Washers, a unique, patented device 
actuating the exclusive Apex "Wash-a-Matic”, was redesigned for improved and simplified 
operation, thereby effecting a cost saving of 25% of the previous mechanism cost. The reduction 
will result in better than 6% margin improvement. Another outstanding accomplishment 
was completion of certain basic research and development work on Fibre-glass Air Bottles 
that should have wide military application. This work was conducted at the request of Aircraft 
interests to provide high-compression air storage vessels for use with Starters of Jet Aircraft 
Engines and other unusual requirements. Specifications were most rigid as to function, weight 
and design as well as requiring the Bottles to be shatter-proof when punctured by gunfire. 
While much research remains to be done for the many usages in prospect, actual production 
of Fibre-glass Bottles for use with Jet Starters has now reached profitable volume with good 
indication of substantial expansion. 

Business volume in appliances in the early months of 1954 is following trends of 
other industries, indicating a difficult period ahead with prospects of lower levels which is 
accentuated by probable loss of most Defense business. Accordingly proper steps are being 
taken on a realistic basis to adjust operating expenses, personnel and facilities to meet such 
new conditions. Indications are that with careful planning and budgeting, operations can 
be placed upon a profitable basis for the future. 


For the Directors, 



PRESIDENT 




CONSOLIDATED STATEMENT 


THE APEX ELECTRICAL MANUFACTURING 

DECEMBER 


NET ASSETS 

CURRENT ASSETS 

Cash. $ 1,281,764 

Trade notes and accounts receivable, less allowances of $65,085 . 2,275,451 

Inventories — at lower of cost (generally standard cost) or market: 

Finished products at plants, branches and warehouses 

(including service parts).$2,768,666 

Raw material, in process, manufacturing supplies, etc. . . . 3,796,787 6,565,453 

Prepaid expenses — pensions, insurance, etc. 250,921 

TOTAL CURRENT ASSETS. $10,373,589 

LESS CURRENT LIABILITIES 

Notes payable to banks —"V” Loan — C. $ 2,300,000 

Accounts payable and accruals. 1,500,251 

Dividend payable on prior preferred stock. 6,281 

Estimated federal taxes on income less claims for refund, including 

carry-back of operating loss — B. 195,491 

TOTAL CURRENT LIABILITIES . . . $ 4,002,023 

WORKING CAPITAL (net current assets) $ 6,371,566 

PROPERTY, PLANT, AND EQUIPMENT - at cost less allowances 
Land ($86,000), buildings, machinery and equipment .... $5,718,124 

Less allowances for depreciation and amortization. 2,602,773 3,115,351 

OTHER ASSETS (including $382,788 for investment in and open 

account of unconsolidated subsidiary — A). 508,067 

PATENTS AND LICENSES — cost less amortization. 38,775 

NET ASSETS USED IN THE BUSINESS 

(before deducting long-term debt below) . . $10,033,759 

LESS LONG-TERM DEBT-C. 2,770,000 

TOTAL NET ASSETS IN WHICH CAPITAL 

AND EARNINGS RETAINED ARE INVESTED $ 7,263,759 

































OF FINANCIAL POSITION 

COMPANY AND CONSOLIDATED SUBSIDIARY 
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CAPITAL AND EARNINGS RETAINED IN THE BUSINESS 

CAPITAL 

Prior preferred stock, 7% cumulative, par value $100 per share, 
redeemable at $105 per share, and accrued dividends: 

Authorized 4,689 shares 

(issued 3,919 shares — in treasury 330 shares) 

Outstanding 3,589 shares.$358,900 

Preferred stock (dividend rate not fixed), cumulative, par value 
$50 per share: 

Authorized and unissued 40,000 shares. — o— 

Common stock, par value $1 per share: 

Authorized 450,000 shares; issued 340,000 shares — F . . . 340,000 

Other capital (decrease of $1,375 during year represents cost of 

275 shares of prior preferred stock retired in excess of par value) 325,587 $1,024,487 

# 

EARNINGS RETAINED IN THE BUSINESS - A, C, and E . . 6,239,272 

Reference is made to notes to consolidated financial statements. 


TOTAL CAPITAL AND EARNINGS 
RETAINED IN THE BUSINESS . . 


$7,263,759 















STATEMENT OF CONSOLIDATED EARNINGS 


THE APEX ELECTRICAL MANUFACTURING COMPANY AND 
CONSOLIDATED SUBSIDIARIES 

YEAR ENDED DECEMBER 31, 1953 


Income: 

Net sales. $31,759,010 

Discount earned, royalties, and sundry income, including $60,189 

for profit on sale of land, building, and equipment .... 208,013 

$31,967,023 

Costs and expenses: 

Cost of goods sold, including warranty expense.$28,655,370 

Selling, administrative, general and other expenses. 2,956,310 

Interest expense. 239,449 31,851,129 

EARNINGS BEFORE FEDERAL TAXES ON INCOME $ 115,894 

Federal taxes on income — estimated — B: 

Normal tax and surtax — parent Company (includes $31,014 for 

prior years).$ 50,014 

Less refundable taxes of subsidiary due to carry-back of 

operating loss. 35,555 _ 14,459 

EARNINGS FOR THE YEAR $ 101,435 

Allowance for depreciation for the year amounted to $424,700 — B 

STATEMENT OF CONSOLIDATED EARNINGS 
RETAINED IN THE BUSINESS 

YEAR ENDED DECEMBER 31, 1953 

Balance at January 1, 1953 . $ 6,164,885 

Add earnings for the year. 101,435 

$ 6 , 266,320 

Deduct cash dividends: 

On prior preferred stock ($7 per share). 27,048 

BALANCE AT DECEMBER 31, 1953 $ 6.239,272 


Reference is made to notes to consolidated financial statements. 

























NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

THE APEX ELECTRICAL MANUFACTURING COMPANY 
AND CONSOLIDATED SUBSIDIARIES 

DECEMBER 31, 1953 


Note A — The Company owns a controlling interest (51%) in the outstanding common 
stock (voting) of a retail distributing company and a 50% interest in its outstanding preferred 
stock. In addition to the investment in capital stock carried at the cost of $170,000, this subsidiary 
is indebted to the Company on open account in the amount of $212,788 which is included in 
other assets as the account mainly represents an advance by the Company for working capital. 
The subsidiary’s operations resulted in a substantial loss for the year, and the Company’s equity 
in the net assets of the subsidiary, as shown by its financial statement at December 31, 1953, is 
approximately $28,000 less than the carrying amount of the investment therein after including 
equity represented by additional shares of capital stock subsequently assigned to the Company 
by minority shareholders. 

Note B — Federal income and excess profits tax returns have been examined by the Internal 
Revenue Service through the year 1949, and agreement has been reached regarding the basis and 
term of amortization for certain intangibles required to be capitalized in prior years for tax purposes. 

The amounts of pending tax assessments and tax refund claims for prior years have been 
reflected in financial statements of the companies, as nearly as such amounts can be ascertained 
at the present time. 

The provision for federal income taxes of the parent Company for the year 1953, in 
the amount of $19,000 has been determined after deducting from taxable income approximately 
$183,000 in excess of the amount charged against earnings in the Company’s financial statements. 
This difference is caused by a change in policy adopted in 1953 under which depreciation on jigs, dies, 
tools, molds, etc., is computed on a five-year life basis, whereas a life of three years has been 
recognized for income tax purposes. 

Note C — Notes payable included in current liabilities consist of ”V” Loans obtained from 
banks, on which the current interest rate is 4%. The credit agreement relating to these loans 
and amendments thereto provide for a line of credit up to $3,000,000 with the term expiring 
December 31, 1954. Long-term debt comprises the unpaid balance of $2,750,000 on a loan from 
an insurance company and the amount of $20,000 representing portion of a contract maturing 
beyond one year (current installments of $40,000 included in accounts payable). The note payable 
to the insurance company bears interest at the rate of 4%, matures January 15, 1964, and is subject 
to prepayments of $250,000 on January 15th in each of the years 1955 to 1959, inclusive (1954 
prepayment made December 31, 1953), and $300,000 on each January 15th thereafter until 
the note shall be paid in full. 







NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —CONTINUED 


Note C — continued: 

The loan agreements presently in effect contain various covenants including a requirement 
for the maintenance of working capital, on the most restrictive basis, of not less than $5,000,000, 
and limitations on the payment or declaration of dividends (other than stock dividends) on 
common stock or other distributions thereon, which are restricted to the lesser of consolidated 
net earnings after December 31, 1950, or 70% of such net earnings after December 31, 1951, 
plus, in either case, the proceeds from sale of any class of capital stock, but after deducting 
therefrom all dividends paid on, and amounts expended for, redemptions of the 7% Cumulative 
Prior Preferred Stock. At December 31, 1953, consolidated earnings retained in the business 
free of such restriction amount to approximately $220,000. 

Note D — The unfunded past service liability under noncontributory pension plans of 
the Company is estimated at an amount of $1,750,000 as of December 31, 1953. For the year 1953, 
the Company accrued the sum of $206,289 for cost of the plans by a charge against income. 

Note E — A portion of the Company’s sales for the years 1952 and 1953 is subject to 
renegotiation under the Renegotiation Act of 1951 and certain contracts are subject to price 
redetermination. It is not possible to predetermine the outcome of renegotiation proceedings 
and repricing ancj no provision has been made for refunds, if any, that might be required. 

Note F — Unexercised options for 22,500 shares of common stock, at a price of $11.00 
per share, were outstanding at December 31, 1953, and had been granted to two executives in 
connection with employment contracts executed during the year. These options expire July 31, 
1955, and shall not be exercisable in the event the individuals leave the employment of the 
Company prior to July 31, 1954. 

Note G — Contingent liabilities consist of an obligation under a credit agreement with a 
bank to repurchase appliances, sold by dealers and distributors under title retention instruments, 
in the event of customer default, and possible liability involved in pending litigation arising 
in the regular course of business. Such contingent liabilities are not considered material. See Note E. 

















ERNST & ERNST 

ACCOUNTANTS AND AUDITORS 
SYSTEM SERVICE 
CLEVELAND 


Board of Directors, 

The Apex Electrical Manufacturing Company, 

Cleveland, Ohio. 

We have examined the consolidated statement of financial 
position of The Apex Electrical Manufacturing Company and 
consolidated subsidiary as of December 31, 1953, and the related 
statements of consolidated earnings and earnings retained in the 
business (including one other subsidiary liquidated) for the year 
then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

Inventories in the aggregate are stated at lower of cost or 
market. In view of recent business trends the sales prices of 
certain finished products do not appear adequate to recover cost 
plus selling and distribution expense. 

As mentioned in Note B to the financial statements the 
Company, on its books, changed its policy with respect to providing 
depreciation on tools, dies, jigs and molds in the year 1953, whereas 
for federal income tax purposes it continued its former practices 
with respect thereto. The effect of this change is to reduce depreci¬ 
ation charges for the year by $183,000 and increase net income 
accordingly. In other respects accounting principles maintained 
by the companies have been on a basis consistent with that of 
the preceding year. 

In our opinion, with the explanations in the preceding para¬ 
graphs and subject to the outcome of renegotiation proceedings, 
the accompanying statement of financial position and statements 
of earnings and earnings retained in the business present fairly the 
consolidated financial position of The Apex Electrical Manufactur¬ 
ing Company and consolidated subsidiary at December 31, 1953, 
and the consolidated results of operations for the year then ended, 
in conformity with generally accepted accounting principles. 

ERNST & ERNST 
Certified Public Accountants 

Cleveland, Ohio 
March 15, 1954 







